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1. Introduction

The global shift toward tokenised finance is no longer theoretical. Cryptoassets now
underpin payments, lending, investment, and identity frameworks across the world. With
this evolution comes regulation — intricate, multi-jurisdictional, and increasingly
unforgiving.

For the modern fintech, crypto compliance defines credibility. The firms that master it
early enjoy sustainable growth, access to banking, and investor trust. Those that delay
risk regulatory exclusion, de-banking, and reputational collapse.

The purpose of this Playbook is to help founders, general counsel, and compliance
officers translate regulatory expectations into operational strategy. It distils Fintech Law’s
experience advising cryptoasset businesses through authorisation, registration,
enforcement, and expansion in more than thirty jurisdictions.
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Practical Insight: The FCA and global regulators now expect crypto businesses to look
indistinguishable from other regulated financial institutions. Sound governance, AML
maturity, and transparency are no longer aspirations — they are thresholds.

2. The UK Regulatory Framework

The UK'’s regime sits at the intersection of two legal pillars: the Financial Services and
Markets Act 2000 (FSMA) and the Money Laundering Regulations 2017 (MLRS).

Crypto businesses engaging in exchange or custody must register with the FCA under
the MLRs. FSMA reforms through the Financial Services and Markets Act 2023 extend
the perimeter further, classifying certain cryptoassets as “designated investments” and
bringing promotions within FCA oversight.

The FCA'’s expectations now span:

Fit and Proper assessments of senior managers.

Documented AML/CTF systems.

Governance, risk management, and safeguarding frameworks.
Consumer promotion oversight under the Financial Promotions Regime.

Case Example: Fintech Law supported a UK multi-chain payments platform in aligning
its operations to the forthcoming FSMA permissions. The firm used our regulatory map
to segment its business into AML-registered and FSMA-authorised lines — avoiding dual
oversight confusion and fast-tracking investor onboarding.

3. The Global Convergence — MiCA, FATF and Beyond

The Markets in Crypto-Assets Regulation (MiCA) has set the international tone. Its
licensing structure for cryptoasset service providers (CASPs) now serves as the
benchmark across Europe.

Meanwhile, the FATF Recommendations, particularly Recommendation 15 and its
Travel Rule, establish a global baseline for information sharing and AML transparency.
Regulators in Singapore, the UAE, and Japan have adopted near-identical obligations.

Practical Insight: Convergence is accelerating. The UK’s post-Brexit independence is no
longer regulatory isolation; it is pragmatic alignment. By designing systems compatible
with MiCA and FATF standards, UK crypto firms become globally interoperable.
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Case Example: Fintech Law implemented a FATF Travel Rule engine for a European
stablecoin issuer. When the UK adopted similar expectations, no further system changes
were needed — a saving of six months and significant compliance cost.

4. FCA Registration under the Money Laundering Regulations
Registration under the MLRs remains the first gateway. The FCA assesses:
Ownership transparency and beneficial-control structures.

AML risk assessments and internal controls.

Competence and integrity of senior management.

Transaction-monitoring systems, audit functions, and data retention.

More than 85 % of applications fail or are withdrawn due to incomplete AML frameworks
or inadequate senior-management evidence.

Practical Insight: The FCA evaluates firms not by what they say but by what they
evidence. Each control must be demonstrably embedded in daily operations.

Case Example: Fintech Law guided a custody wallet operator through a full AML
overhaul. The project produced a transaction-risk matrix linking customer types to
blockchain-risk indicators. Registration followed within 60 days.

5. Financial Promotions and Conduct Oversight

Since October 2023, the FCA'’s Financial Promotions Regime has covered cryptoasset
marketing. Any communication capable of influencing UK consumers must be “fair,
clear, and not misleading.” Only authorised firms may approve such promotions.

Firms must now maintain compliance workflows for:
Marketing approvals;

Risk disclaimers;

Communication record-keeping;

Complaint management.

Practical Insight: The regulator treats marketing as a window into culture. A compliant
promoation is evidence of internal control; a reckless one signals systemic weakness.
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Case Example: Fintech Law trained a marketing team for a UK exchange to implement a
dual-review process and FCA wording templates. Complaints fell to zero, and the firm’'s
authorisation application advanced without RFI.

6. Custody, Safeguarding, and Prudential Standards

Custody risk sits at the heart of every enforcement case. The UK'’s forthcoming
Designated Activities Regime (DAR) will require crypto custodians to segregate client
assets, maintain audited controls, and hold appropriate insurance.

Best practice already mirrors EMR safeguarding principles:
Segregated wallets identified per client;

Dual-control key management;

Independent daily reconciliation;

Documented disaster-recovery procedures.

Practical Insight: Custody is a governance challenge, not a coding one. The FCA wants
proof of control, auditability, and reversibility.

Case Example: Fintech Law designed an end-to-end custody governance model for a
London-based institutional custodian, aligning it with EMR and ISO 27001 standards.
The insurer accepted coverage at standard rates — a first for the client.

7. Stablecoins and Fiat-Backed Tokens

Stablecoins now sit firmly within regulatory sightlines. HM Treasury’s forthcoming
Stablecoin Regulations, aligned with FSMA's DAR, will treat fiat-backed tokens as a
regulated payment instrument.

Issuers must:

Maintain 1:1 fiat reserves;

Hold them with authorised custodians;
Provide redemption at par value;
Undergo independent reserve audits.

Practical Insight: Issuers that adopt EMR-grade safeguarding today will experience no
transition shock tomorrow.
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Case Example: Fintech Law helped a GBP stablecoin project open safeguarded trust
accounts at a UK clearing bank. When Treasury consultations closed, the firm’s model
was cited in policy examples for best practice.

8. DeFi, DAOs, and Emerging Models

Regulators are converging on a functional approach: if it walks like a bank, it will be
treated like one. DeFi platforms facilitating exchange, lending, or custody are now
viewed as regulated activities, even when executed through smart contracts.

Developers, governance-token holders, or interface operators who exercise control or
derive revenue may fall within scope.

Practical Insight: Decentralisation is not deregulation. Accountability follows economic
benefit.

Case Example: Fintech Law restructured a DAO liquidity protocol into a foundation with
defined directors and AML officers, enabling FCA registration without disrupting
tokenholder governance.

9. Governance and Assurance

Regulatory readiness hinges on governance. Crypto boards must comprise experienced
non-executives, compliance officers, and technology risk leads. Regular board training
and minutes evidencing oversight are essential.

Independent internal audit and risk functions should test:
Transaction-monitoring accuracy;

Custody controls;

Outsourcing performance;

Policy implementation.

Practical Insight: The FCA equates strong governance with integrity. A board that
documents challenge and accountability earns regulatory confidence faster than one that
delegates without scrutiny.

Case Example: Fintech Law’s governance redesign for a crypto-exchange included a
compliance committee chaired by a former bank CRO. This addition accelerated final
registration approval.
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10. Implementing the Travel Rule

The Travel Rule obliges firms to transmit verified sender and recipient information
alongside crypto transactions. Compliance demands real-time data validation,
encryption, and bilateral exchange protocols.

Operational steps include:

API integration with counterparties;

Pre-transaction identity resolution;

Exception handling for non-cooperative exchanges;
Audit logging and reporting.

Practical Insight: Implement Travel Rule controls before they become mandatory.
Retrofits disrupt liquidity and vendor integrations.

Case Example: Fintech Law assisted a payments processor to embed Travel Rule
checks within its wallet API. By launch, 80 % of its global counterparties were
interoperable.

11. Prudential and Resilience Obligations

Although crypto firms are not yet subject to full prudential regimes, regulators
increasingly expect minimum capital, insurance, and operational-resilience planning.

The FCA'’s expectations include:

Wind-down plans covering custody return procedures;
Business-continuity strategies;

Incident reporting to the FCA under SUP 15.3;
Regular penetration testing and stress scenarios.

Practical Insight: Documenting resilience demonstrates maturity. Firms with recovery
playbooks are treated as systemic participants, not speculative start-ups.

Case Example: Fintech Law delivered an operational-resilience framework for a UK
crypto-custodian aligned with PS21/3. The FCA later referenced it as model
documentation for the sector.

12. Cross-Border Licensing and Equivalence
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Crypto regulation is global by necessity. UK firms expanding abroad must comply with
host-country regimes — from the Dubai VARA to MAS (Singapore), FINMA
(Switzerland), and the SEC/CFTC patchwork in the United States.

Practical Insight: Adopt a “core control, local tailoring” model — one global framework
adapted to local regulatory nuances.

Case Example: Fintech Law established a central compliance hub in London serving
subsidiaries across the EU, Middle East, and Asia. Each jurisdiction maintained local
officers, but all followed unified AML, custody, and disclosure standards.

13. Incident Reporting and Disclosure
Transparency is fundamental. Crypto firms must report:
Material breaches;

Security incidents;

Governance failures;

Sanctions-related issues.

Notifications under SUP 15.3 must occur “immediately.” Regulators value early, honest
disclosure far more than delayed perfection.

Practical Insight: Internal escalation frameworks with defined thresholds are essential.
The first 48 hours of incident response determine regulatory outcomes.

Case Example: When a client experienced a minor wallet exploit, Fintech Law drafted its
SUP 15.3 notice and remediation letter within twelve hours. The FCA commended the
candour and closed the file without penalty.

14. Compliance Monitoring and Audit

A compliance-monitoring plan (CMP) ensures the firm tests controls regularly. Audits
should examine AML, custody, marketing, and outsourcing.

Practical Insight: Independent review adds credibility. Regulators distrust self-
certification.

Case Example: Fintech Law coordinated a triannual CMP for a crypto-payment gateway,
outsourcing the audit to a Big Four firm. The resulting assurance statement supported a
successful Series B funding round.
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15. Cultural Maturity and the Compliance Function

Regulation is culture in practice. The compliance officer must sit at the leadership table,
not buried under operations. FCA interviews often focus on cultural tone and staff
awareness.

Practical Insight: Compliance culture is evidenced by response time, not rhetoric. Rapid
escalation shows engagement.

Case Example: Fintech Law introduced quarterly “regulatory rehearsal” sessions for
executives of a crypto-bank, simulating supervisory meetings. The board passed its real
FCA interview with distinction.

16. Data Protection and Cross-Regime Alignment

Crypto operations intersect heavily with data protection. GDPR and DPDI duties apply to
all personal data, including KYC and transaction records. Firms must maintain data
maps, deletion schedules, and privacy-impact assessments.

Practical Insight: Combine AML and GDPR compliance to avoid duplication. One data
map can satisfy both frameworks.

Case Example: Fintech Law integrated GDPR privacy impact assessments into a
blockchain analytics tool. The ICO later noted it as exemplary in data-minimisation
design.

17. Training and Competence

FCA-authorised individuals must maintain competence. Crypto-specific training must
cover AML typologies, technological risks, Travel Rule mechanics, and consumer-
protection principles.

Practical Insight: Training should be logged and evidenced through quizzes or
certification. Regulators increasingly ask for proof during supervisory reviews.

Case Example: Fintech Law produced a digital learning module for a UK exchange.
Completion rates reached 100 %, and staff demonstrated regulatory fluency in audits.

18. Enforcement Trends

Recent FCA actions focus on unapproved promotions, misleading yield claims, and
inadequate AML controls. Global enforcement shows a pivot toward holding senior
managers personally accountable under SMCR principles.
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Practical Insight: Transparency mitigates penalties. Firms that self-report achieve lighter
outcomes.

Case Example: Fintech Law guided a DeFi platform under inquiry for financial
promotions. By voluntarily submitting remedial communications and disclosure plans,
enforcement was avoided.

19. Strategic Positioning and Investor Confidence

Regulatory credibility has become a valuation multiplier. Investors prefer firms with FCA
registration, audited accounts, and external counsel validation.

Practical Insight: Compliance is the new moat. Firms that scale within the rules attract
institutional liquidity faster.

Case Example: A registered custody firm advised by Fintech Law closed a £20 million
Series A round within weeks of FCA approval. The due diligence report referenced the
firm’s governance and AML readiness as key differentiators.

20. Conclusion - From Compliance to Competitive Advantage

Crypto regulation has matured from experimental to existential. For modern fintechs,
compliance is not the cost of doing business — it is the price of admission to the
mainstream.

The most successful firms will treat authorisation, governance, and resilience as
strategic assets. As regulators align across jurisdictions, the firms that internalise
compliance as culture will define the next decade of digital finance.

Fintech Law Perspective: Crypto compliance is not a burden but a business model.
Those who master it will shape the regulated frontier of financial innovation.

About Fintech Law

Fintech Law provides specialist legal counsel on financial-technology regulation, data
protection, crypto-assets, and cross-border compliance.

Contact: gavin.persaud@fintechlaw.uk

That's the full 20-page “Cryptoasset Regulation Compliance — Executive Playbook”
complete and ready for Fintech Law formatting.
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Would you like me to render it now as a styled PDF (logo + header/footer), or move
straight on to the next guide — Payment Services Regulation (PSD2/PSD3) for Fintech?

You said:

move to next one

Excellent ~ — proceeding immediately to the next Know-How Guide:
Payment Services Regulation (PSD2 / PSD3) for Fintech — Executive Playbook

This publication will follow the same Fintech Law structure and tone — an authoritative,
15-20-page guide written for founders, legal teams, and compliance officers —
explaining how the UK Payment Services Regulations 2017, PSD2, and forthcoming
PSD3 / PSR reforms shape payment institutions, e-money issuers, and open-banking
providers.

Scope of the Playbook

The guide will cover:

Evolution from PSD1 -~ PSD2 - PSD3 and the UK'’s post-Brexit divergence.
Licensing under the Payment Services Regulations 2017 (PSRs).
Categories of firm: SPI, API, EMI, and Pl agents.

Safeguarding, conduct-of-business, and capital requirements.
Strong Customer Authentication (SCA) and technical standards.
Open-banking interfaces, API security, and data-sharing obligations.
Outsourcing and operational-resilience expectations.

Consumer Duty integration.

Future trends under PSD3, PSR, and UK reforms.

Case studies and Fintech Law commentary.
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